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Even in those ~ S ~ ~ C U G ~ S  where WON uses- SBC dark fiber, EPGN stmsed that the vast 
majohty of its costs are far p m h i n g ,  -ring and deploying the equipment to light ih film 
(i- e. Dense Wave Djvisim Multiplcxm ("DWDM") and& A W m p  SQNET Multiplexers), w 
opposed the juitid nomudr ig  &rps for obtaining t)le TRdT3 dark fiber or the monthly charges 
for using bl UNE dark fiber. n u s  =ON is of t h ~  view that dark fik is the lsNE that is closest 
10 100% facilities based competition because the only element the KEG pmvides is the d t  fiber, 
which is and always will Ise the most difficult ami utxcmodcdpiece of the network fix mdtors 
b duplicak. 

Sincerely, 



How g d ?  By th4 end of Juns, thanks to a pn)ce8s d l e d  UNE-P, the Ball's wmpstrbrs hen' 
signed up ~u3tornee far 7.7 mlliion klaphone lines, a gain d 39 pamnt, in just alx mmV,&. 
Jus1 twcl and p1 half years ago, the cmpetbrs had fewr than e haffmlllkm Fines. 

With the AT&T breakup hvo d m d w  ago, the iocal sptm was bequeathed k sewn rqjanal 
Bell monopolies (now, through merganr, just four) while ATgT mt into Me Wigdlatam 
business, 



Lehman Brothers tdd dtdnts IBst month that the Bulls m "qected to bdhr atrong frea caah 
flow growth over thr next five years," and &d SBC "autpaflm' [that Is, lo do betbr 
then the market 8s 8 whole}. Of 23 analysts suweyed by Yahoo, 12 rate SBC a "strong buf OT 
''buy" and nons rates I# a 'adl." 

Vaiua Llns sstlmatm that SBC'a learnings wi mntlnus to rlse this p a r  to 82.45 L abm - fiats 
up from Just 36 mnb In. 1988 SBC's cash Bow is 8 whopping $18 billion, omrdtng b Vaiua 
Line - considerabiy hlghw than that of glen& Ilk@ M1crasoft, Wal-Mart and Geneni W r a .  
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DARK FIBER: TEXAS SEES THE LIGHT 

SUMMARY OF S I G " T  POINTS TAKEN FROM TEXAS PUC 
REVISED A W W  IN THE ARBITRATION BETWEEN EPN AND SBC 
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CLECs in Texas are Impired Without Unbuadbd Accem to Dark 
Fiber 

Nondiscriminatory Amem ta DNE Dark Fiber I n d u d e  Access to 
Unspliced or Unterrninated Fiber and the ILEC Must Splice or 
Terminate that Fiber for the CLEC KECs Must Provide Acress to AU 
LWPS 

CLECs Muy Actem U C  Dark Fiber at Existing Splice; Caam 

Splicing o t  Terminating a Dark Fiber does nat Constitute 
'Cmstrmtjon* of a Network Element 

Accms to uNE3 is Meaaiaglms Without Parity Access to Itifarmatinn 
Regarding the Location of Such W e  

, . . - . .  . . -, , N . Y .  . . , . 



CLECs in Texas are Lmpaired Without Unbundled Access to 
Dark Fiber 

Revised Arbitration A w d  at 23-24 (fixmotes omitred): 



El Paso Networks, LLC 

Texers Dark Fiber Arbitration A d  
FGC B r i e  OII EPN-SBC 

October 3,2002 

Nondiscriminatory Access to UNE Dark Fiber Includes 
Access to Unapliced or Unterminated Fiber and the ILEC 

Must Splice or Termhate thst Fiber for the CLEC 



n ’  ?I! , t - ,  

October 3,2oQ2 



Salicinz or Terminating a Dark Fiber does not Constitute I' 

I 
" 

'Construction9 of i Network Element 

I .  
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Revised Award at PEW 75 



ILECs Must Provide Access to All Loops 

Use Restrictions on UNE Dark Fiber are Unwarranted 
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I_ TELRIC PRICES: MYTH & REALITY 

WHAT I$ A TELRIC PRICE? 

A TELRIC prtm cxlmpenmtes RBOCs whm they are mqulrd  66 lease their 
facilities to competltobrs. TELRIC pricw am set awry t h m  ta five yeam in 
negotiations and, H those fail, by regulators. 

TELRIC prim3 assume that leased facilities are 100% brand new - even 
though the RBOCs gctudl~ run a network that is mostly decades old and has 
b0en paid for by ratepayers. 

WHY IS A TELRIC PRICE THE RIGHT PRICE? 

A TELRE p r h  I3 th0 right prica becausa it: 
'Promotes facllities-based camptition where MW enttaants can build 
facilities cheaper than the RBOCs, 
Pmvenb inefficient duplieation of nehvarks, 
Compensates RBOCs for use of thair faciflUes at prices -- sat, however, by 
regulabrs - consistent wlth pdeas in competitive markets 
Protects RBQCs against getting stuck with excessive amounts of 
under utillred faci lit i 68. 

+ Provides a pdietabie and consistent standard n~mssary far planning by 
both RBOCs and CLECs, 

IS A TELRIC PRICE LEGAL? 

Yes. The US. Supreme Court just recently- May f3,2002 - confirmed that 
the Fgderal Talacommunications Act of 1996 glv~s the FCC the author@ to 
require that state commissions set TELRIC prices for elements the RBQCs 
lea$B t0 cLEC3. 

WHY NOT LEAVE LEASE PRICES UP TO THE MARKETPLACE? 

Bad Idea. The RBOCs do not want to leem to mrnpetibrs, GIven that the 
RBOCs control the bottleneck n e w r k s  to which CLECs need access, 
RBOCa would mise !ease prices far their facllitias so hlgh that CLECs muld 
not a h r d  them. This would kill any prospect of Itml cornpethian. 



TELRIC PRICES: MYTH & REALITY ( C M ~  
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MYTH: COMPETITORS ARE GETTING FAClLlTES ON THE CHEAP 

. .  

- 

REALITY: NOT TRUE 

Much of the RBOCs' networks is decades old and a n  has largely been paid 
for by ratepayers. Yetl TELRIC prices assume that fadlltlds am 100% new 
and have never been paid for, Thls 1s a gmd deal for the RBOC8. In fact. 
TELRIC prices am often higher than the RBOCs' 'real" cos& and am a 
windfalt for the RBOCs - though the RBOCs wild newr admit this in publlcl 

l%ample# of when RBOCs earn windfall revenues; 

RBOCs' central offlw sprcee flnd B new purpose and earn 
RBOCs hundmds of mllllona of dollars In mwnua. 

RBOCs had many empty spama (basements, Roor spam, doads) 
in their central ~ f k e s ,  Thew spaas became empty In the 1980's 
and 1990's as newer central ofice equipment and switches 
became much srnqllw and replaced bufky older ones. Those 
apace3 gathered dud, w m  used f o r  storage or 88 oveflw for  
administrative tasks. After the Act of l g M l  many of those Bmpty 
spaces haw h e n  leased out to CLECs and e m  RBOCs 
UnQxpectdly hU#bredS ofmmfl& of dulfars. 

RBOCs' local loop# am mostly decadesdd cappr cables that 
haw In g w d  part been paid for by ratepayers -- CLECs are paying 
TELRIC prlcea as If they were melvlng brand new statmaf-thm*r? 
f3cl I [tlw + 

At least 80% of the RBOCs local Imps are capper cables that were 
placed decadea ago (many may be 40 or mom pars Old.) Those 
dder hops have offesl ahedy bee0 paid hrby mtpeym, When 
C L E b  I m s 0  hops from RBOCs, they am almost always those old 
copper Imps. Yet, CLECs have agreed to pay lease prices as if 
they were gettlng newly placed, stated-the-art facil%lesb The 
difference between the now prlce and wst of old or paid-for 
facilities Is a windfall to the RBOCs. 

I 



I TELRIC PRICES: MYTH & REALITY ~ ~ ~ ~ t ' q  

MYTH: TELRIC DOES NOT INCLUDE ENOUGH PROFjT 

REALITY: NOT TRUE 

TELRIC prima provide RBOCs a urnawnable" profit on facilities leased to 
CLECs. In fact, this is a requirement under the ACT of 1998 (Section 251 1 - 
it's the low! 

. .  

, .  

But bett#r yet, under TELRIC prices, RBOCs are guamntaed a profit. Now 
these days most business would die for such B guarantee, Surely, them is rw 
federal law that guarantees CLECa B p d t .  

MmH: TELRIC DISCOURAGES FACILITIES-BASED DEPLOYMENT 

REALITY': NOT TRUE 

CLECs h a w  athcbd large sums of money from investors and h a w  invested 
over $55 blllkm in their networks ainm the ACT of lW6.  The argument that 
TELRIC diswurages investmmts is slrnply riot mdible. It was alm rejected 
by the US, Supreme Court: 

"A regulatory scheme that boast such substantlal 
competitive capital spmding [$55 b3111onl In fbw years is not 
easlly described as an unreamnable way to promote 
mmpet itive investment in fadl it ies." 

M n H :  ALTERNATIVE FACILITIES ARE AVAILABLE SO THERE IS NO 
NEED FOR REGULATORS TO $ET TELRIC PRICES FOR 
LEASED FACl LIT IES 

REALITY: NOT TRUE 

Them are no altamatiws to the RBOCs' facilities for CLECs that want to 
$ 0 ~  broad segments of local markets. If thew were, price8 would surely 
drop b&w TELRlC end fbd expensive and cumbersoma regulatory and I q s l  
battles would stop. CLECs would slrnply buy from companies other than 
RBOCS, 

. .  
. .  



Idomtion Technology . .  

TIIE DEGISIUH T H N  COULD, RESHAPE TELEQOM 
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OPPONEMTS $AT; I 
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El Paso Corporation 
A 

North America's leading provider of natural 
gas services 

2% Vertically integrated from natural gas 
production to transportation, trading, and 
power generation 

A Strong asset base supporting successful 
asset-driven business strategy 

. .  
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El Paso Global Networks Overview I 
A 

1 
El Paso Global Networks (EPGN) is a wholesale provider 
of high speed bandwidth in Texas (Dallas, Ft. Worth, 
Houston, San Antonio, and Austin) 
EPGN has invested $500 MM in telecorn operations to 
support our Texas network 
EPGN is collocated in over 120 SBC (Texas) Centr 
Offices (CO) that access 80% of market 
As a "hybrid carrier" EPGN: 

' 

- Utilizes dark fiber (deployed and unused fiber) ftnm SBC 
and lights it with EPGN owned and operated equipment 

- Builds companyuwned fiber facilities in dense metropolitan 
markets 

- Provides high capacity wholesale access to carriers 
seeking alternatives to the Bell Operating Company (BOC) 
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Carrier 
location 

4 
EPGN 

eq u i p ment 
location 

EPGN is collocated 
in \ most 

BOC central offices in a 
given metro area c 

Customer 
location J . .  
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g b  Requires the greatest capital ..... investment . .  

from the CLEC 
A Dark Fiber UNEs cannot exist if BQCs are 

not required to splice (just like DSL loop 
c~nditioning)-Supported by several states 

LA 60Cs should not be allowed to deny CLECs 
t he  ability to offer diverselredundant routes 
to their customers 

A3 Require "network neutral" engineering 
. environment . .  . . .  . _. 
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Dark Fiber UNEs Require 

$200 - 

$80,000 

Monthly SBC EPGN 
Lease Payment Investment 



TELRIC: . .  The Right Price 
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& TELRIC is flexible and can be adjusted 
A TELRIC provide the BOC a “reasonable” 

profit 
A There is no alternative to the BOC facilities 

for CLECs that want to serve broad 
segments of the local market 

A Prevents inefficient duplication of networks 
db Much of BOC’s networks are decades old 

and often have been largely paid for by 
rate payers 
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A) Promotes facility-based competition 



Recommendations 

A EPGN needs regulatory certainty 
. .  . 

. L  .. . 

' 1 -Affirm that the Telecorn Act and current FCC 
regulations need time to work 

-€nforce the Telecom Act and FCC regulations 

dark fiber and high capacity loop and 
transport UNEs 

&Stop BOC use restrictions on UNEs to enable 
wholesale and retail competition to thrive 

A Reaffirm that TELRIC methodology provides 
flexibility and proper return on capital 

A Reafhrm that CLECs are impaired without 
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